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On Aug. 4, members of the ruling Democratic Action (AD) party told reporters that the government
has decided to suspend interest payments on foreign commercial bank loans as a first step toward
negotiating a restructuring of the debt. According to daily newspaper El Universal, the decision
was adopted on Aug. 1 at a meeting between President Jaime Lusinchi and the AD's presidential
candidate Carlos Andres Perez. Finance Minister Hector Hurtado was scheduled to travel to New
York next week for a meeting with the committee representing Venezuela's foreign bank creditors.
Caracas plans to request between $1.5 and $3 billion in new loans. An editorial published in
Numero, a magazine specialized in economics and finance, said that Venezuela has been a "victim
of innocence" since the government apparently believed that timely payments and sacrificing
domestic claims on foreign currency to such payments would be rewarded with fresh loans. Caracas,
it said, will now have to pay the price of a mistaken strategy. Since late last year, Venezuela has met
all scheduled payments, and has not succeeded in receiving one dollar in new loans. Venezuelan
officials argue that low oil prices have led to reduced export revenues, and a projected balance of
payments deficit this year of over $3 billion. Meanwhile, the government's fiscal deficit is estimated
at equal to 4% of gross domestic product. (Basic data from Prensa Latina, 08/04/88)
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